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PROCEEDI NGS

MALE SPEAKER: (I naudi bl ) business is at the heart of
what nmakes the wheels turn in Mntana, the senator understands
that, that is why he remains on the Snmall Business Conmttee in
Washi ngton, and will continue to do so for the future as long as
he’ s there.

But | just want to, again, thank you everyone for com ng
here. Thank you for coming in from Washi ngton, and all that you
do, and Mchelle, you're just wonderful to work wth. Thank

you.

We are around today, but if you ever need anything, please
do not hesitate giving our office a call. W do have the eight
of fices throughout the state and we have a wonderful staff
(i naudi bl e) about anything you may need. But, please don't be

shy, conme up and introduce yourself, I'd love to neet you. Take
care.

FEMALE SPEAKER: And Linda Price with Congressman
Rehberg’s office

MS. PRI CE: I would just echo the sentinents of the
other two gentlenen. We appreciate the fact that you cared
enough to bring this to Billings. I know we'll hear sone
interesting stories. Hopefully, we’'ll hear sonme resolution as
what to what we can do to solve sonme of these problens and
(i naudi bl e) happen in the future. So on behalf of Congressnan
Rehberg, thank you for comng in. Thank you folks for
(i naudi bl e).

FEMALE SPEAKER: And at this time | want to introduce ny
boss, M ck Ringsak, who's the regional Adm nistrator for Region
VIIl, who covers Mntana, the Dakotas, Utah, Womng and
Col or ado. And we’'re very lucky, he’'s a small business owner
fromButte. Mck

MR. RI NGSAK M chell e, thank you very much. As Henry
the VIIl said to his sixth wife, this won't |ast |ong.

(Laughter)
| just want to thank you all for coming and tell you that

this President that | work for is the nost small-business-
friendly president we ve ever had. (I naudi bl e) under st ands
t hi ngs, wunderstands small business. There’s a small business
agenda (i naudible) heart. He’'s here for business to operate

(i naudi bl €) environnent.

The O fice of the Onbudsman is responsible for bringing to
the attention of Congress and the White House the (inaudible)
problems that exist in the country (inaudible) -- the president



and the vice-president and the onbudsman (i naudi bl e).

The strength of the office — the office is getting out,
hol di ng these hearings, and this is not for naught. What you
say today will be recorded, reported to Congress, and reported
to the adm nistrator of the SBA. The follow-through (inaudible)
will have a trenendous inpact on the (inaudible). The | ast
nunbers | got say that in the last fiscal year we saved snall
busi ness $8 billion (1 naudi bl e) new regulatory costs
(i naudi bl e).

One of the npbst expensive things about this business is
trying to deal with the government requirenents. The pension

package for small business, the per enployee package conmes to
$7, 000 (inaudible).

Wth that said, we’'re very privileged and honored to have
with us today, Peter Sorum Peter has a long and illustrious
career in support of small business in governnment, working in
the Ford Wite House. He worked with Bush One, and he is our
Deputy Orbudsnman for the agency, and has a very conprehensive
under standing of what we need to do and how we need to do it.
Wth that said, Peter. Thank you.

(Appl ause)

MR. SORUM Thank you, M ck. It’s great to be back in
Mont ana. The O fice of the National Orbudsman was created in
1996, but it really didn't get going until George Bush was
el ected president; because as a small busi nessman, he knew t hat
the federal governnent and regqulatory efforts by the federal
governnent were the biggest burden that small business people
faced.

Because he was a small businessman before he becane
governor, then president, he knew what inpact it had, and so
when he was elected, he |ooked for a small businessnman to run
t he SBA because it made sense.

(I'naudi bl e) said before, but it nade sense to George Bush
and he naned Hector Barreto as the Adm nistrator of the SBA
Hector came from Los Angeles. He had a history of snall
busi ness. He had been co-chairman of the California commttee
for the president. The president knew his capabilities and knew
his commtnent to small business.

So he put himin there and said, you ve got two tools over
t here. You' ve got the Ofice of Advocacy, which deals wth
federal regulatory actions before they are put in place, and |
want you to make sure that advocacy is effective in making
certain that federal agencies |ook at the inpact of federal
regul ations on small business before they are actually witten
in stone.
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You' ve got the Ofice of the National Onbudsman, and the
national office takes action once they're put in place to neke
sure that they're fair, to nmakes sure that they re handled

effectively. And he said, | want you to do whatever you can,
because smal| business cannot thrive in this country unless, and
until, the regulatory burden is taken off the small business.

So, Hector Barreto, as Admnistrator, had to appoint
sonebody as the National Onbudsman, and he nanmed M chael
Barrera, who I work with.

And M chael and Hector had grown up together in Kansas
Cty. They are both small business people. In fact, at one
point in their careers early on, they were representatives for
MIller Brewing Conpany in Texas. They would neet every weekend
in San Antonio and talk about how they could enhance their
mar keting progranms for their respective areas and territories.
They got to know each other very well.

And so Hector went to L.A and M chael went back to Kansas
City and started a |law practice. And when the president told
the adm nistrator that he had to really put sone teeth into this
operation, he called on Mchael and said, | want you to be the
onbudsnman. M chael said, well, you know, | was the MIler man
and now you want ne to be the Bud nan?

(Laughter)

Anyway, M chael came in with a commtnent and the support
of the president and the adm nistrator, to really get out here
on a regular basis. Before we took over, you wouldn’'t have had
us here until -- in fact this is the inaugural Montana event,
ri ght now. Three years ago they did three hearings. W' re
doing 22 a year.

W' re here today, and then sonme of the people in this room
will be going on to Seattle, and to Portland, and to Salem
Or egon. Qur job is to get out and listen to what you have to
say, and find out how we can help, and how we can get the
attention of federal agencies.

You know, the office was established to establish a nore
busi ness-friendly environnent. That was the concept. Again, we
didn’t really have any feedback until about three years ago.

Qur job is to take your coments and concerns back the
adm nistration and to federal regul ators that are not
represented here today. W have a nunber -- and you’'ll hear
fromthemin a little bit.

But, what we do is, we take your coments and we go back
and we try and solve them W don’t prom se you the answer you
want to hear. W do pronmise you an answer. W do say that we
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will get results, and we get results. Sonetinmes they're not
what you want to hear, but we will not |eave you in |inbo.

You know, the worse thing you can do to a snmall business
guy is say, |I'Il get back to you. That doesn’t work. | mean
when you're a small business guy, you ve got to get the answers,
you’ ve got to know what you’'re doing right and what you’re doing
wWr ong.

Oten in small business, we find that they just don’t know
what they don’t know. And it’'s the job of all federal agencies
represented here, as well as the others who are not, to
communi cate that information to small business.

Again, this president is conmtted to making small business
a thriving, driving force behind this econony. And it’s
working, it’s working very well because we don’t have federa
regulators going out with this attitude of “gotcha” anynore.
It’s healthier. Conpliance assistance is the bywrd of this
adm ni stration.

And that’s what we’re doing. That’s why we’'re out here
listening to you, and that’s why we’'re trying to find out how we
can hel p you.

Again, what we do has sone teeth because we rate federal
agencies. Sone of the folks in Washington are in this roomthis
norni ng and they’'re concerned about the grades that the National
Onbudsnman gives to their agencies when we send out an annual
report to Congress.

Because that’s our obligation under the |aw. W have to
say these people, these agencies are responsive to smal

busi ness; these agencies -- sonme other agencies aren’'t doing so
well. | know one guy in this room who keeps sayi ng, when’ s t hat
report comng out? \Wen's that report comng out? | want to

see it, (inaudible) seen it.
In any event, (inaudible) Tom Hi cks over here from the

Department of Labor. | had to give hima hard tine at every one
of these things. | do that because he’s the only guy | can
count on being here, other than Gary Knott fromthe IRS. Those
guys are everywhere and they're just wonderful. They' re very

supportive and they' re very responsive. They really care about
smal | busi ness people and what their concerns and issues are.

W are enpowered to act on behalf of small business, on
behal f of non-profits, and on behalf of small communities under
a 50, 000 popul ation. The reason is because the Congress | ooked
at the environment back in the *90s and said, big business can
hire |lawers, |obbyists, CPAs, all the guns they need to go in
and fight their case.
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A smal | business guy, he’'s got to go out there, he's got to
hire and fire, and order the inventory and everything else --
run the business, he’'s got to sweep the floor, and then he s got
to deal with all this paperwork stuff.

And, if he’s got a problem or an issue where he doesn’t
think it’s right, he doesn’t have any place to go. Now he does,
which is one of the nessages that | want to |eave with all of
you in the room regardless of where you canme from to
partici pate today; that the National Onbudsman is there for any
smal | busi ness that encounters a problem

So if next Tuesday you're having coffee with sonebody and

sonebody says, | can't believe what the EPA's done to ny
busi ness. You can say, hey | just heard this guy from
Washi ngton who's in the National Orbudsman’s O fice who was out

here and you can go there, and you can get sone results. W

hope that you will, at least, take that nessage.

What are sonme of the areas that we (inaudible)? Now when a
smal |l business is feeling it doesn’'t matter, in a sense, if it’'s
actual ly happening, it matters if they think it’s happening.

When sonebody is being subjected to repetitive audits or
i nvestigations, or every time you turn around there’s another
i nspector at the door, that’s sonething we want to know about.

It can be as sinple as -- we had a case where the
Departnent of Energy found a guy who had a filling station in
| owa. Energy decided that they were going to use this guy and
go out and do a conparative analysis of pricing in the state of
lowa. He’s a one-man band, just a (inaudible) gas Station. And
so he got the information and he filled it out and sent it in.

The next year they canme back to him again. The guy says,
you know, this took ne 28 hours of ny productive tine |ast year.
Wiy do I have to do it again?

And we went to Energy and said, why? Wiy can’'t you find
sonmebody el se? That’s not fair, you' re not paying the guy,
you're not -- he was a good citizen the first tine around, but
why shoul d he have to be your |ackey? And they corrected that.

So things like that -- again, |I'm trying to give you
exanples of things that mght register later on in life, or
m ght register right now You can testify this norning.

To do what we need, we need to have you fill out a conment
form Comment fornms are available on our website, they' re
avai |l abl e through the district office. You can call our office
at 1-888-REG FAIR -- and please call 1-888, don’t call 1-800
because that’'s a dentist in Florida. He hates ne.

(Laught er)
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In any event, you fill out a coment form which tells us
who you are, what your issue is, what the agency that you have
the problemwith is. Mst inportantly, it enpowers us to act on
your behal f. To go to the agencies wthin the federa
governnment and say, why are you doing this?

Because once the comment formis filled out, we send the
information along with a letter that asks seven questions. It
basically says, why did you do it? \What are you going to do
about it? \What corrective action can be taken so that you don’t
do this again to small business if you didn't do the right
t hi ng?

It’s perfectly fine if the agency conmes back to us and
says, the |aw says we have to this. The |law says we have to do
this. The law says this is the way it is.

But if it happens to be an inspector, or sone investigator,
or sone analyst, or sone enployee who just didn't get the word
on what the |latest and greatest was, they can find that out and
they can cone back to us and say, gee, Bill Jones didn’t get the
| atest policy nenps, and we made a m stake, and we’'ll correct
it, and we’ve waived the penalty, we waived the fine. But we
need to have that formin place in order to do it.

When you file you have a choice in terns of disclosure and
confidentiality. There are sonme people that are concerned about
retaliation. Wll, since this admnistration has been put in
place -- one of the other things that the president was
concerned about was retaliation.

So we have established non-retaliation policies in 28
agenci es across the federal governnent that meke it very clear
to federal enployees that if they even think about retaliating
against an organization that testifies --1 had sonebody in
Col umbus two nonths ago who testified and she thought that as a
result of her testinony that the Departnment of Defense was going
after her and (inaudible) her authority to sell goods to the
gover nnent . We got that corrected, and we got that enployee
noved to Keokuk, 1 owa.

The bottom line is, that should not be an issue, that
should not be a concern, that should not be an issue because
retaliation is not part of what we do in the federal governnent
at all anynore. Again, it used to be a “gotcha” attitude, now
it’s a “help you” attitude because this president demands it.

While we’'d like you to disclose -- allow us to disclose who
you are. The reason that we do that is because if we can't tel
t he agency where, and who, and how you are in business, we can’t
get a sufficient response from the agency because they can’'t go
to the person or people who are involved in the decision and



chal l enge themas to why they did it.

| f you' re anonynous, and we’'ve had a few of those cases,
agenci es can cone back and say, well we don’t think we did that,

but mybe we did, but nmaybe we didn't. Pl ease tell wus.
Typically, if sonmebody chooses the road of confidentiality, we
will contact them and say, we really need to be able to disclose

who you are. So that’s inportant to the process.

We cannot do anything to stop an action. W can reverse an
action, but if the clock is running and you realize that today
is Friday, and next Wdnesday | have to pay this fine or they
are going to double the penalty, or they're going to add
interest, or they're going to do this or that, we can’'t contact
the agency and save you at the 11'" hour.

Again, we can reverse things, but it’'s just a fact of life
that the clock is running, and if you all of a sudden figured it
out, we'll try and help you but we can’'t --—-we’'ve got to go
ahead and do what needs to be done (i naudible).

W don’t do anything with state and |ocal governnents
because we can't tell the states or |ocal governments what to
do. W can only deal with federal actions.

W’ ve got no real power on governnent contracts. However,
we do deal with governnent contracting issues, especially when
there’ s non-paynent or disputes between a snmall business and a
federal agency. And we’'ll again, ask the question, why?

W don’t do loans. That’'s just not our deal. For |oans you
have to talk to Mchelle or to Betty, because that’s not our
depart nment.

W have sone limtations -- primarily the state and | ocal
i ssues that we really (inaudible). Again, 1’ve said that when
you file a comrent, give us as nuch information as you can so
that we can act effectively. The nore we know the better we can
oper at e.

We're not in a position to understand all the facts. | had
a case where the small business only gave ne half the
information, and on half the information I wasn't able to get it
done like | should have been able to get it done because they
just didn't tell me -- they told nme what they thought was w ong.
But they didn't tell nme everything they'd done wong. They
bl amed everything on the federal government, when in fact they
were at fault as much as the federal inspector in that case. W
just need to know as nuch as we can so that we can take
effective action.

One of our tools that we rely upon -- because we’'re a snal
organi zation. W only have eight people in our office. W have
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50 volunteer small business people that serve on ten Regiona
Regul atory Fairness Boards. These are the representatives in
this region that you can call upon. W rely on themto collect
information, to send it to us, to be out in the comunities and
talk to people and make them aware of our office.

Again, one of the things we have to do is make sure that
nmore small business people in Anerica are aware that there is a
Nati onal Orbudsman, and that we do have the power and the
authority to make things happen.

W rely on these people -- they are appointed for a three-
year term and they serve wthout pay, but they serve because
they’'re conmtted to the idea that the small business community
in America is very inportant, and snmall business people,
what ever they can do to hel p, they do.

That information is provided here. It’s also avail able on
our website. So you can contact themat any tinme when sonet hing
comes up. They travel, they talk to people, they communicate to
civic organizations, they gather information for us, they
provide us with feedback, they provide us with people to testify
at events |like this one today. They are very inportant because
we can’t do it alone. W rely upon themvery heavily.

To put things in perspective, these are just sone exanples
of the kinds of things that we’ ve been able to acconplish, and
this is just a representative sanpling. The story | like to
tell, which (inaudible), it’s about the nom and pop conveni ence
store in western |owa.

The WAage and Hour Division inspector was on her way from
Des Moines, lowa, to Omaha, Nebraska, and she was runni ng out of
gas, and she stops in this little towm of 500 people -- and
since you're in Mntana, you know that a town of 500 people,
where two roads cross, there mght be little store that sells
gas, and sells mlk, and sells sodas and (i naudible) whatever.

So she’s filling up her gas tank and she wal ks in and she
sees this place in the back where they have a little pizza set-
up. The husband and wife who own this little store determ ned
that if they invested in a pizza oven that people from nmles
around would cone to get fresh pizza because Pizza Hut, or
Dom noes, or any of the others were not going to cone into this
little town of 500 people and set up a store. So they sold
pi zza.

This last sumer, the kids in the town around sunmer
vacation (inaudible) -- a couple of the enployees who worked in
this store normally had given up a portion of their tinme to
their children, so their kids would have a sumrer job, and
they’d make sone noney and provide for their college education



10

(i naudi bl e).

So this inspector goes back to these two kids that are
maki ng pizza dough for that noney. She says, how old are you?
One guy says, |I'’m 15, the other says, |'m 14.

The next thing you know, this inspector wites them up for
$16,000 in violations of child | abor |aws.

The husband says, what is this all about? | don’t know
anyt hi ng about this. W’re just giving these kids a job for the
sutmmer. And the inspector’s response was, you should have read
t he Federal Register.

Now | want everybody who read the Federal Register today to
rai se their hands.

(Laughter)

Anyway, that was just absurd. So we got the case, we took
it to Thomas, and Thomas got it fixed. It’s just -- we put sone
sense into that particular environnment because it’s just not
right. 1It’s not the job of the federal governnent to go out and
nai |l people. It’s the job of the federal governnent to go out
and help people do their jobs better. That’s what we’'re all
about .

Even Gary (lnaudible) with the IRS, he’s -- the IRS affects
everybody and by golly, the IRS has had a significant change as
well in terns of the way they deal with taxpayers and taxpayer
i Ssues.

They are bending over backwards these days to work with us
and to work wth the taxpayers to meke things cone out
positively, and try and correct things that are happening in the
field that shoul dn’t have happened necessarily.

You can’'t get away from everything, but if sonething
happens that’s not right, the Taxpayer Advocate’'s O fice goes in
and spends a trenendous anmount of tinme sorting through the
issues that are raised by taxpayers who didn't know, didn't
understand, tried to conply, ran into conputer glitches.

| nmean, there was a conputer glitch that the IRS had where
if you paid your taxes today and you owed sonething from four
years ago, your paynent today was applied to four years ago, and
the penalties kept adding. They work on that kind of thing as
well as a lot of other things.

It’s an environnmental change that this adm nistration has
instigated, and it’s pushing aggressively on, and it’'s positive
for small business, because small business (inaudible) becone --

(Tape interrupted)

MR. SORUM Jack.



11

MALE SPEAKER: (I'naudi ble) here with the Food Safety
| nspector Service of the USDA. W are (inaudible). Just rea
briefly, in our (inaudible), we (inaudible) Womng, North and
South Dakota, (inaudible). W were at the last neeting
(i naudi bl ) Rochester. Again, we (inaudible) we take it
seriously.

As a result of the neeting a while back, (inaudible). Qur
agency -- we regulate people (inaudible). (lnaudible) initiated
over 200 full tinme enployees that (inaudible) to assist
(1 naudi bl e). Four of those people are here with nme today,
Roger, Pat, (Inaudible), Jeff. They ve been in those roles for
anywhere from (I naudi bl e).

The three other people | have with ne (inaudible) Jim
(i naudi bl e) and (Inaudi ble) here on the end. He's a supervi sor
who' s responsible for overseeing the (inaudible).

We have about 300 very snmall (inaudible), so(inaudible),
and that’s why we’'re here. (I naudi bl e) go back and look at it
(i naudi ble). There are issues that (inaudible).

MR, SORUM Thanks, Jack. Tom you're up

MR. HI CKS: Good norning, my nane is Thomas Hicks.
You' ve already heard from Peter about all the great things we
can do in the Departnent of Labor.

(Laughter)

I"’'mwith the U S Departnent of Labor in Washi ngton. [’ m
in the Ofice of Small Business Prograns. My responsibility as
the SBREFA Unit chief is to first of all, if you file a coment

-- we have a concern on your issue if you are a snmall business.

It comes to my office. It goes to the assistant secretary
for a response, we determne if the response is adequate, then
it goes back to the Orbudsman’s offi ce.

W work with the five major enforcement agencies within the
Departnment of Labor. They are OSHA; the Enploynent Benefits
Security Administration, that deals with health/benefit issues;
WHD, which deals with wage and hour; and the O fice of Federa
Contract Conpliance; (lnaudible), which deals with the training
progranms; and MSHA, that deals with Mne Safety and Health
Adm ni stration.

Each one of those offices has what we call SBREFA contacts
that deal wth issues that mght cone up regarding snal
busi nesses that feel they' ve been treated unfairly. As Peter
indicated, if we get several comments -- if we're not happy with
some of the results fromthe field office, we try and get them
changed.

W try to nmake the people out in the field responsive to
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smal | business needs. W have our assistance units -- each one
of those enforcenent agencies has a conpliance assistance unit.
They have a toll-free phone I|ine.

If you're a small Dbusiness, you don't feel confortable
calling an enforcenment agency because you think they have a
caller 1D on you -- (Ilnaudible) knock on your door, you can cal

our office, we’'re not an enforcenent agency.

| f you have an issue or concern, we take that concern to
the enforcenment agency, get a response for you straight back,
and there is no contact between you and the enforcenent agency.

|’m glad to be here in Mntana, and | think that finally I
can say |’'ve covered all 50 states.

(Laughter)

It took us five years, but we've covered all 50 states. W
al so have a representative from the Wage & Hour Division, and
"Il give her a chance to talk to you about what’s going
| ocal ly.

FEMALE SPEAKER: I’m (Il naudible) with the Wage & Hour
Division here in (lnaudible), and we do represent (inaudible)
smal | busi ness (inaudible). (I'naudi bl e) we have a website page
(i naudi bl e). (I naudi bl e) . W also have a toll-free nunber so

you can call (inaudible) federal regulations and that’'s 1-866-
4US- WACGE. (I naudi bl e).

MR, SORUM BLM
MALE SPEAKER: I’m Martin (lnaudible) with the BLM I
actually work for the Wshington office (inaudible). I’m a

procurenent analyst and work (inaudible) policy for small
procurenents (inaudible).

Qur (inaudible) is chief of the contracting office
(i naudi bl e). I  should say (inaudible) procurenent chief.
(I'naudi ble) but if you do have problens, at first we talk to the
(1 naudi bl e) . I work with all congressional (inaudible). Al so

here with nme today 1is (lnaudible) Henderson who 1is the
contracting officer (inaudible).

MR, SORUM (I naudi bl e).
MR. BENES: Good norning. |'m Stan Benes fromthe deputy
(i naudi bl e). (I'naudible) nore about the Snall Busi ness

Adm nistration (inaudible) priorities are comunity support
(i naudi bl e). Thank you.

MR SORUM I’d like to do that -- instead of that when
people testify -- they know who they’'re talking to because sone
people get a little apprehensive. |f you know who your audi ence

is it’s a lot easier. That’s why Jay Jensen is now going to
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tell us about an issue that he’'s got a concern with. Jay.

Wiy don’t you go up here so everybody can hear what you
have to say?

VR,  JENSEN: Thank you, Peter. My nane is Jay Jensen.
|"m senior vice-president with the Yellowstone Bank here in
t own. The Yellowstone Bank is what is referred to as a
comunity bank. W are a locally-owed bank; we’ve been a
| ocal | y-owned bank since 1907.

Qur goal in business is to serve Billings and the south
central NMontana area. As a locally-owned bank, actually any
bank, we’'re subject to extensive regulatory review We have
f eder al reserve exam nati ons, we have state banki ng
exam nations, we have EDP exam nations, we have conpliance
exam nations, we have quarterly (inaudible) reports that we send
in to the FED. So we’'re not wthout plenty of supervisory
revi ew al ready.

A couple of regulations that inpact us directly, which in
turn inpact the custonmers we serve, snmall businesses and
consuners, are what’'s called the CRA, Comunity Reinvestnent
Act, and HVDA, Honme Mortgage Di sclosure Act.

As a smaller bank, community-owned bank, we have been
fortunate to grow, which we thought was a blessing until we hit
a certain asset size, which was $250 million. Wen we hit that
asset size, the regulators determned that we were no |onger a
small bank, we were now a big bank, and as a result, the
conpliance issues in those tw areas, the CRA and the HVDA,
virtual |l y expl oded.

If a small business conmes to nme and asks for a $10, 000 | oan
because they want to buy a service truck for their business,
that loan is subject to CRA reporting. W have to obtain from
t hat business and report to the governnent, ext ensi ve
i nformati on.

W have to tell them the loan size, whether it’san ag.
busi ness, not an ag. business, whether we originated the |oan or
sonebody else originated the loan, the five-digit MSA nunber,
the two-digit state code, the three-digit county code, the six-
digit circunspect code -- all this when Larry O sen wants to
conme in and buy a $7,000 pick-up truck for his business.

Now we’re not opposed to providing reasonable information
but when you put that burden on us, that inpacts back to the
cust oner. It’s a cost to us, and all of you in business know
that those costs are ultimately passed back to the consuner.

That type of thing also applies to HVDA, Honme Mortgage
Di scl osure Act. If you want a $7,000 deck or patio on your
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home, we have to do that sane type of reporting tinmes about
three to the federal governnent for you to process that |oan for
you to put your deck or your patio on.

It’s burdensone. It’s not that it hinders us that nuch
but you need to recognize the costs pass ultimately to the
consuner—busi nesses and consuners (i naudible).

What | would ask to be considered would be to raise that
threshold of $250 million. W're not a big bank. W’re not a
Wel | s- Far go. A $500 million or a billion dollar threshold is
very reasonable. If you're famliar with banking statistics,
that is not a big bank, and would allow us to serve our
custonmers and the comunity nuch better. Thank you.

MR. SORUM Thank you, Jay. Just so you know, I’'Il take
that comment back and | wll get action on it, and we'll see
what we can do. In this case it will be a joint effort between
our Ofice of Advocacy, which | nentioned earlier deals wth
policy reform and our office, which deals with policy that is
in place. W’I|| take it back and see what we can do to neke the

country better for all the small banks in Anerica.

By the way, | should say right now, that if we get an
answer from a federal agency and we send it to the snall
busi ness and the snall business says, wait a mnute, they m ssed
the point. They didn't get the facts right. Wat happened is
m srepresented by the people who deal with (inaudible)
i nvestigated or whatever, the small business can cone back to us

and say, wait a mnute. W'l take it to the agency and say,
come on, guys, (inaudible).

MR. Kl NGTON: | kind of feel like -- did anybody read
the Wzard of Itch (inaudible)? But | kind of feel like that

cartoon. However, for today |I’'m | ooking at the SBA enforcenent
(inaudible), and I feel |ike the

one- arned juggl er.

Two people were talking -- you have USDA here on this side
and the SBA on this side -- about the convention tonight, what
are we having for entertainment? They say, | think we’'re going
to have a one-arnmed juggler. The guy from SBA | ooks at him and
say, what’s he juggle? He says, chainsaws. Wll, that’s how I
feel today.

(Laughter)

For the record, my name is Al Kington, and | appreciate the
opportunity to participate in this neeting --a hearing,
actual ly.

| am the owner of Kington Managenent Systens, a natural
resource consulting service based in Helena, Montana. For 22
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years this work has involved working with fam|y-owned ranches,
i ndependent miners and small sawm || s.

Prior to that time | spent ten years in the corporate world
as a resource manager, and prior to that ten years | spent ten
years for the state of Montana as a supervisor

The purpose of ny participation in this neeting is to
attenpt to bring attention to a problem of bureaucratic and
political apathy toward the small sawm || business in Mntana.

The exact (inaudible) we'll focus on will be simlar to
situations experienced by independent ranchers, mners and
(i naudi bl e) businesses who are dependent on federal noney for
resources. Lip service may be a termthat cones to m nd.

The 1990s presented the tinmber industry as a Wuole, wth
federal tinber supplier reductions and uncertainty. The SBA
set-aside program worked relatively well when the Forest Service
ti mber sale program was at predictable and adequate |evels, and
t he SBA procurenent personnel were visible and avail abl e.

| was under contract with the I|Independent Forest Products
Associ ati on when Reg Fair was being introduced in Congress. The
| FPA was a national association, which represented snal
sawn I | s throughout the nation. They aggressively | obbied for
the bill with the hope that it would provide recourse for unfair
corporate conpetition and flexible regulations and policies.

The follow ng chronology reflects our problem with the SBA
set-aside tinber program which is admnistered by the U S
Forest Servi ce.

In 1994 -- and I’ve included in the testinony a packet of
letters. The small sawnills enphatically participated with the
U S. Forest Service and the SBA Interagency Small Business

Working Group to recommend changes to the SBA set-aside program

A recommendation was nmade to elimnate the trigger
mechanismthat is provided to assure that bal ance exists between
timber (inaudible) and large and small businesses, under an
adequate tinber sale program The letter reflects the
predi ct abl e consequences that an inadequate tinmber supply would
have on small business sawm || s.

The report referred to in this letter has never surfaced.
Wien | enquired as to its status this year -- | could not find
it in nmy noldy, old files (inaudible) -- the Forest Service had
no record of the report that indicated that letter was a
precursor to. And in fact, they didn't have a copy of the sane
letter that | had, which was their (inaudible).

In that report, as noticed on page two, we nade the
statement to that comrittee, again it was the Small Business
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Committee and the forestry conmttee -- we nmade this statenent.

“We appreciate your recognition that in helping smal
busi ness survive in the near future it is absolutely necessary
to adopt tinber sales set-aside program to the changing federa
tinber sale programin the West. As stated, many of our nenbers
will not survive the next several years unless the existing
smal |l business set-aside program is revised to neet changing
federal tinber sales (inaudible).”

That’s in the 1994 letter of which the small businesses
really cane to bat and participated in that program

In February of 2000, we went to Congress and | wll say
that our delegation in Mntana, including the governor’s office,
have been doing very well as far as supporting -- trying to put
our initiatives forward on it. From our standpoint, it’s
pr obably journeyman work. They hear -- they try -- as | heard
Charlie here this norning, we like to neet with you.

But we’'re having a problem with anything com ng out of the
other end of the (inaudible) reflecting in our business in the
Sstate.

During the spring of 2000, |FPA worked with nmenbers of the
Mont ana congressional delegation to address the continuing
dilenma of dramatic reduction in federal tinber supply and the
inmpact on the small sawmlls, as well tinber dependent
conmuni ties.

A recommendation was nade to initiate legislation, or if
possi bl e, change policy, that would provide for the first tinber
sal es each year to be offered to the small business people. And
that’ s addressed on page five of the report.

Since this was an election Vyear, apparently this
recormmendation was shelved due to other priorities or
(i naudi bl e).

The urgency of the problem was enphasized, again on page
five of that report, in 2000. You can read the sentence. It
says, “Such a programis needed if the remaining small business
purchasers in Montana are to have any hope of remaining viable
purchasers of federal tinber.” That was in 2000.

I n January of 2002, the replacenent for the SBA procurenent
forester had not been to Montana since he was hired two years

prior to that. It was due to a |lack of travel funds | was told,
so | sponsored him bringing the individual from Seattle to
Montana to neet with the independent sawm || people | work wth,

as well as the agency people who were involved in nmeking the
decision to admi nistering the SBA program

| sponsored three workshops and provided transportation and
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nmeeting facilities so that the major players could neet with SBA
procuremnment forester. It was ironic because he had never net
the people at the regional SBA office, and they didn’'t have a
cl ue he exi st ed.

As recently as last wek, | went to Mchelle and
(I'naudi bl e) on that individual. But they didn't know where he
was.

And so participation in our sessions was good wth the
agency people that worked with the program W had the SBA guy
there and we thought this is really going to work.

Well one of the things that happened out of that was that
CEs, which is categorical exclusions for small tinber sales,
finally passed this year. So within two years sone (inaudible)
generated in 2002, canme to fruition

Bet ween 1994 and the present, 11 sawm|ls have closed their
doors and over 600 people have lost their jobs. This is in that
period that | just tried to chronol ogi ze for you, 1994 to now.

And small, rural communities are reeling under the economc
inmpact. My presence at this hearing reflects the attitude that
before the dozen sawm|lls, small sawmills we have left in this
state turn off the lights, we're going to try Reg Fair and see

what conmes out of this platform | appreciate the chance.

(Appl ause)

MR, SORUM Thank you, Al. Cearly you should know that
as a result of this, that the SBA is not outside the |oop of the
Nati onal Onbudsman’s concerns for small Dbusiness, and when

there’s an SBA issue, we go to the SBA. W grade the SBA just
like we grade every other federal agency and we hold the SBA
account abl e. | can’t answer your question today, but hopefully
| can answer it when | get back and find out what’'s wong. I
appreciate your taking the tinme. Phil Perkins.

MR, PERKI NS: Hi, thank you very much for having ne here.
Thank you, Linda Price, thank you folKks. "Il try to stay
within the five-mnute imt (inaudible).

My problemhas to do with OSHA. They raided ny business in

February of this year. The raid, | believe, was precipitated by
a conplaint viewed to be anonynmous --well, to nme it was
anonynmous -- by an enployee that termnated his relationship

with ny company when he was confronted with theft that he had
done.

Wthin a week, an OSHA inspector was on ny doorstep. He
had a list of 10 itens, which just seened really tied to that
enpl oyee.

What | believe is going on at the Billings’ OSHA office is
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that there is a culture of dishonesty toward enployers and
there’s a real, as Pete said, a “gotcha” attitude, not a “help
you” attitude.

Il give you a little background on our conpany.

W' re very tiny. If we went away, it wouldn’t hurt anybody
too nuch. W have been in business about seven years, and in
seven years we’'ve had two nedically treatable accidents. One

was a scratching of (inaudible), which happens even though you
have the gl asses on.

| require my guys to wear glasses, and | provide them
gl asses for the specific reason that | don't want to be
responsi ble for a guy having an eye problem My reasoning for
that is, when you work for a wage and you have to buy your own
gl asses, you're not going to buy them as often as (inaudible),
and they end up on your floor or desk and you can see that they
are scratched. So that was one.

And then another item that happened in the seven years was
a guy splitting his lip by hitting hinself accidentally in the
(i naudi ble). That was in seven years.

When the inspector showed up, he told nme what he was there

for. He told nme that he’d like to go in and he asked ny
perm ssi on. | said, well that’'s fine, but we're on a deadline.
We wor k.

| |1 ooked over his conplaints and | said, would you like to
take a look at the conplaints, and then come back at another
time? He told nme that | had no rights, and that was all. No
rights whatsoever. That’ s - - even OSHA was citing
(i naudi bl e),that’s not true.

Anyway, |’'Il get into a couple of specific things. One
specific lie that | believe was told about ny conpany was we had
a problem wth string relief in pendants. You know what a
pendant is? A pendant is a small extension cord that comes out
of an electrical box over a work area.

| suppose there is a renote possibility that you could
shock yourself if you pull it out. I don’t know how, because
pulling out is (inaudible) dead. But that’s a regul ation.

I nside that box (inaudible) in these cases is a device to

hold the cord frompulling out. Well in your (inaudible), blue-
collar |abor environnment, you know, guys aren’t going to pull
that apart with two hands, they’' Il pull it off with one hand

So if there’s not (inaudible) in that box, the cord is going to
come out very shortly, because the wires, when they're tied
toget her up there, cone off -- wll cone apart. They were used
i ke that for nonths.
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Well | offered to open the box for the inspector --all the
boxes, which was actually my way of kind of being friendly to
hi m because | had already worked on those things because we had
been in the facility for a while and | knew that there was
(i naudi bl e) up there.

He cited ne for having no (inaudible) holds after the
i nspection, and he refused during the inspection to let ne open
up the boxes for him He has since denied that to his
supervisor -- well, he denied it to the supervisor in Denver,
but he admitted it in the informal conference in front of Randy
(I'naudi bl e) from Congressman Rayburn’s office. That’'s just one
exanple. There are others.

They claimthat we didn’'t have ventilation in an area where
we painted. They didn't even ask. They just cited nme for it.

They clainmed that we were going to have probl ens because we
had gas bottles -- welding gas in an area where they could be
broken open. \What he was referring to was two gas bottl es that
were enpty.

Now here’s the hazard with the gas bottle. A welding gas
bottle -- inside a welding gas bottle when you get them
refilled, there’'Il be between 800 to 2000 | bs. per square inch
dependi ng on pressure inside that bottle, depending on what kind
of gas you get. If they break open, it’s not a leak, it’'s an
expl osi on and people die that way. So there’'s a good reason for
t he regul ati on.

He found two bottles that were not tied or protected from
anything. He said something could hit them and make them break,

which was -- the steel is a quarter inch thick; it can take a
lot. | told himthat they are enpty -- no pressure, therefore
no danger. | still got cited.

Now |’'lIl stop on the fact | think (inaudible) be very

deceptive, deceptive to nme and they were deceptive about ne,
with one | ast exanple.

"1l read to you an answer from the Denver office of OSHA
It says this, “M. Perkins indicated that OSHA issued a citation
for failure to provide string relief on pendant cords after he
had extended an offer, a conpliance offer, to open the
el ectrical boxes to see if the spring relief devices were
present inside the boxes. The inspector does not recall such a

(Tape interrupted)

Which is good, but what kills nme, personally, just on a
human level, in a spirit of cooperation, retreating froma lie
is not cooperation. (lnaudible), it’s enmbarrassing (inaudible).
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Finally, one last thing that happened (inaudible) is that -
- well, there are two things. There was, | believe, harassnent.

At one point | was standing -- the field inspector wanted
to know what a certain machine did so | showed him sone of the
parts made by that nmachine. It was a formng press.
(I'naudible) a wall of bins. He stood there and asked ne, what
(inaudible) is this part? Wat kind of part is this part? Wat
kind of part is this part?

After ten mnutes of that | asked him what does this have
to do with product or safety?” And then he went, (inaudible).

Another thing that | think indicates harassnent, they
required me and cited ne for not starting the spindle on our
mlling machines. The sane inspector, three nonths earlier,
i nspected another machine shop and did not mneke the sane
requirenents.

(I'naudible) a third thing that | think is going wong in
the OSHA office here is that there’s -- sone of the people are
not very conpetent for what they do.

The industrial hygienist was worri ed about the breathing of
snoke so she told ne that the regulation that | have to worry
about is (inaudible) room where there is welding going on. I
have to make sure they’'re 10,000 sgq. feet fromthat room

Well, that didn't nake a |lot of sense to nme because you're
worried about parts  per mllion when you're Dbreathing
(i naudi bl e). So | asked her, do you nmean square feet or cubic
feet? | had to explain to her the difference. She |ooked it up

and told nme the (inaudible) is cubic.

The field inspector -- well, |I’ve gone way over ny tine. The
field inspector (inaudible) the sanme sort of thing. He didn't
know (i naudi bl e). Thank you.

MR SORUM Do you have that in witing so that | can
take it to Thomas and nake it happen?

MR. PERKI NS Yeah.

MR, SORUM Thomas has heard it and he will act on it,
|’ m certain. (I'naudi bl e). |’ve asked Jay Jensen to read

another testinmony from a bank in Womng that could not be
present today. Wuld you, Jay?

MR. JENSEN: You' Il be hearing nore than you care to
about CRA, but bear with me if you would. Barton Neville is the
senior vice president of the Hilltop National Bank in Casper
Wom ng, a bank sinmlar to ours in size -- about $260 nillion
These are his coments.

The asset |imt for streamined CRA exam nations currently
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is $250 mllion. When our comunity bank assets exceeded the
limt about 18 nonths ago, the burden of conpliance grew
substantially, from requiring a limted anount of time -- one
of ficer conplied with the required data about one hour per nonth
when we were $100, $250 nillion.

W now are utilizing the efforts of two officers and a
clerical person to file the data weekly on | oans nade by every
| ender in the bank. These three people’s time --ten hours per
nmont h, not counting end of year reports. The loan officers fil
out a data sheet on every |loan made today, which is then
manual |y entered into a | oan accounting system

CRA"s purpose is to ensure banks are investing in the
comunity. The reality is that comunity banks cannot survive
by redlining or discrimnating against anyone. Conpetition is
too fierce and Iloans are too hard to obtain in smal
conmuni ties.

Continuation of new regulatory burdens wll nmake small
banks unable to conply, and they will need to sell out to |arge,
regi onal banks.

Sonme regulations are inportant to the country, which is
anti -noney |aundering and terrorist financing, but | believe CRA
is not needed for small banks.

MR SOCRUM Thank you, Jay. It’s inportant that we have
that read into the record, just for the information of all here
today. There will be a transcript of this entire hearing posted
on our website so that anybody who wants to go back and refer to
it, as soon as we get it transcribed, it will be there.

Chris Dinmock with OneEi ghty Communi cati ons.

M. DI MOCK Thank you very nmuch for sponsoring the
forum and thank you for allowmng ne to talk. M nane is Chris
Di nock. I’m president and CEO of OneEighty Conmunications

| nc. .

W re a facilities-based telecomunications provider, and
one of ny challenges this norning is that there’s about 50 hours
of background necessary for five mnutes of testinony, but |
won’'t bore you with that. Suffice it to say that we, as a
conpany, are a tel ephone conpany.

We're a small, conpetitive tel ecommunications carrier, and
the conpetitive tel ecommunications industry was created with the
1996 Tel ecom Act. The intent was to start fostering greater
communi cations in telecomunications throughout the nation after
the split-up of the Bell operating conpanies. W’'ve had a
l[imted nunber of conpanies Wwth essentially geographic
nonopol i es.
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Congress wanted to change that so that we actually had nore
conpetition and that the free market would determ ne pricing
structures and the free nmarket would determ ne who the w nners
and | oser were.

So the 1996 act cane into being. As part of the 1996 act,
there was a tri-annual review. The objective would be that
every three years the Federal Communications Comm ssion would
review how the act was doing, and whether it was acconplishing
it’s purposes or not.

The nost recent tri-annual review was released in the early
part of |ast year. And essentially, one of the findings from
t he Federal Conmunications Comm ssion was that they felt that
the concerns relative to inpairnent of facilities, which neans
the ability of a small carrier to rent, wunder regulation
(inaudible) from in our case, Quest, the regional (inaudible)
operating conpany, they felt that inpairnment decisions should be
sent down to the public service comm ssions.

In this case, the Public Service Comm ssion in Helena would
make sone deci si on about whet her there was adequat e
communi cation in the state to allow the free nmarket to operate,
or whether the access to (inaudible) that we could (inaudible)
request, could still be regul at ed.

In our opinion that was a smart deci sion because certainly,
the Public Service Conmission in Helena, has a nuch better sense
of what conmunication’s conpetition |looks like in Mntana than
Chai rman Powel |l and the FCC in Washington. So we were happy to
see that deci sion.

The D.C. GCrcuit then overturned that decision and renmanded
it back to Washington, and said that the FCC, in fact, should
oversee inpairnment and not the public service comm ssions. The
FCC has essentially abdicated its own decision by not choosing
to appeal the overturn.

And so we’'re now in a situation where we've got this

regul atory uncertainty because the FCC will not be clear about
what facilities should be available to small carriers, and the
D.C. Circuit will not be clear about their intent about what

facilities should be available to small carriers. So nobody is
clear about what facilities should be available to smal
carriers.

Well we’'re a small carrier. W use those facilities
They’'re an essential part of our business, of our business plan.
W have spent a lot of time with the Federal Conmunications
Commi ssion -- the individual conm ssioners and as a whole --
trying to get sone clarity because we don’'t have a huge war
chest and can’t kind of retool our business plan on a dine based
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on regul atory fiat.

So we're essentially in a position where we don’t have a
significant threat to us in the imediate term -- the decisions
that they're making obviously have a huge inpact on the |ong-
termfuture of conpetitive tel ecommunicati ons.

Qur concern is that Chairnman Powell and the majority in the
FCC believe that because friends in MJ and AT&T are out there
conpeting against STC, Verizon, and Quest, that therefore, you
have conpetition

And our fundanmental concern is that we don’'t want the FCC
to unintentionally allow small carriers to be a victimof their
perception that there is adequate conpetition throughout the
nati on.

People who live in Mntana understand that there is Quest,

and then there are all these rural (inaudible). So you have
M d- Rivers Tel ecom Three Rivers Telecom you know, Ronan -- al
the smaller, rural (1 naudi bl e) - - and you have 180
Communi cations, which is the state’s only facilities-based
smal |, i ndependent tel ephone conpany.

W do nothing but telephone and broadband service. W
don’t have a rural net to fall back on. W don't take any

subsidies. W are sinply a comercial tel ephone conpany.

So our fundanental concern is that there is inattention at
the FCC relative to snall, facilities-based carriers, and we
may, in fact, become the victim of, what | perceive, as an
oversight on the part of the FCC in their zeal to declare free
mar ket conpetition.

One other quick issue in that regard, as an exanple, there
is a rule called pick and choose. My conpany’s access to
|l easing facilities from Quest is based on an interconnection
agreenent, called an I CA, Interconnect Agreenent.

There has been a regulation that says that the carriers can
| ook at any other interconnection agreenent and pick and choose
pi eces of that agreement, and then assenble those into their own
agreenment, and then that agreement is the basis for our future
i nterconnection with Quest.

The FCC has decided to withdraw pick and choose as an
option and they are suggesting that we can then negotiate toe-
to-toe wth Quest, or we can opt into sonebody else’s
i nt erconnect agreenent in whole.

Well, that’'s fine. If there were 25 other small, facility-
based carriers in Montana wth simlar business plans, we mght
be able to opt into one of those in total. But the fact is that

we can’'t opt into MC's plan that requires, you know, 500, 000
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lines a nonth in order to get a contractual agreenent for a
reduced whol esal e rate.

We | ook around the state and say, what other conpetitive
carriers are there here that we could opt into their agreenents
on, and there aren’t any that are simlar to us in business
pl ans.

So whereas again, Chairman Powell suggested that free and
fair negotiations are appropriate, mnmy analogy is if ywu create
| evel playing field, and you have a 600 |Ib. gorilla and a nouse,
the outconme is essentially a fait acconpli at that point.

The notion that we will fly down to Denver and have a free
and fair negotiation based on our volume ability 1is just
| udi crous at this point.

My fundanental concern is that the FCC believes that
because you' ve got these behenpbths in telecomunications, that
you have free and fair conpetition. Yet there are small
effective conpetitive carriers throughout the country that
really are driving conpetition, and if we becone an unintended

casualty of an FCC oversight, | think that would be a travesty
for the consuner and the small business alike. Thank you.
MR, SORUM Thanks, Chris. Can you sunmarize that in

witing so | can take it to the FCC?
MALE SPEAKER: Ckay.

MR.  SORUM That would be very necessary and very
appropriate. | thank you.

Now ny new best friend in Mntana, Darryl dson, has a
nunber of issues that he wants to raise, and |’'ve saved him

until | ast because | wanted himto have the opportunity to raise
each issue one at a tine. He’'s very articulate and knows
exactly what he wants to get done, and so here he is.

MR OLSON: I’d like to say thank you for giving us the
opportunity. Many of you know ne through the agencies as kind
of a boisterous snall business advocate.

Some of the issues I'’mgoing to bring up today are -- sone
are very specific agencies, and sone are inherent overall issues
we’'re seeing in Montana. Many of them dealing in Mntana --

small business in Mdntana is a mcro-snall business in other
regions of the country.

That’s an issue that 1'd love to bring up and like to get
changed. (Inaudible) industry -- $250 m|lion bank may not be a
very big business in other areas, but to us that’s a large
business. So as | go through these, I'lIl try to be as brief as
possible. Some | can be brief, some are a little bit larger.
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I’ll go ahead and start off with one that’s pretty easy,
and (i naudi bl e) MDT. It sounds like |I’m picking on MDT, which
is a state agency that’'s being forced by federal agency
regulations -- Dbecause there’'s federal funding involved, it’s
causing ne to pick on MDT, which I'mreally not picking on MDT,
okay?

Anyway, starting this year, MDT -- in ny industry as an
environnental consultant, canme out with a requirenent that when
we put in a proposal for a project for MDT, we have to have a
FAR overhead rate on it. These rate audits cost us a m ni num of
$3,000 to $5,000, and ours in particular, was |ike $4, 500.

This was just to put in a proposal for work you don’'t even
know you' re going to get. For every

sub-consultant that works for us, that’s going to get $10,000
worth of work as a sub-consultant, had to have the sanme FAR
(inaudible). So if we were going to give $10,000 worth of work,
they had to pay for a $5,000 audit.

This talk about retribution -- | brought this up through
MECI DA, and it got back to MDT and | was nervous. | mean this -
- believe it or not there is retribution. No matter -- as nuch

as you d like to say there’s not, you do have retribution.

My conplaint is, right now we just happened to get
contracts and we’'re actually going to recoup our costs for that.
But there are nmany conpanies that did not and are not going to
recoup that cost.

So right now, if I'm bidding on a $30,000 project, and
there are many of those that are put out in ny industry, |'1I

never, ever nake that audit (inaudible), never. | have to nake
$100,000 -- to get $100,000 incone into ny business before 1’|
ever recoup the profit that | |ost because that fee costs us
that nmuch. And it’'s even worse for ny sub-contractors.

So | guess |I'm asking for -- and this is through the
Federal H ghway Administration requirenment -- it’s very easy how

to solve this problem and GSA does it. They have regional rate
schedul es -- very easy.

For a contractor to cone in, all they’'d have to do is set a
rate schedule, you know, for this region, which GSA al ready has.
If we cane in |ike 20% hi gher, 20% | ower, at that point they can
say, hey, you guys need to justify your overhead rate.

But to force us to have these audits, it’s just ridicul ous.

And on small businesses -- | know many small businesses that
don’t even conpete on these issues with MDT contracts because of
this issue. That’s one of them that 1’ve got in witing, so

"Il go ahead and subnit that. | think that direct action needs



26

to be taken i medi ately.

Once you get in, and once you get a contract, there is a

clause -- you have a choice when you sign that contract, and in
my case it was for a two-year term contract. They did say
there’s a check box in the contract. |If you're willing to | ock
these rates in for a set period of time, naybe upwards of five
years, we wll not nmnake you have an audit. But if you don’t
want to have a standard escalation rate because of the econony,
you' d have to get a FAR audit every year unless you' re wlling

to lock-in at those rates.

Now | "m going to pick on BLM | know d oria knows ne. And
" mgoing to pick on BLM on a couple of issues real quick.

One just cane to mnd while | was sitting, and 1’mgoing to
have to wite it up. W’'re talking about size standards in this
(i naudi bl e) particularly. W have (inaudible) codes, which are
categories that basically your work falls wthin.

And in the environnental consulting industry, there are two

(i naudi ble) codes that | work within, and one is environnental
consulting, and | don’t renenber the exact title of the other
one.

But the size standard in environnental consulting, to be a
smal | business you cannot nmake nmore than six mllion dollars a
year over a three-year period; the other one is 500 enpl oyees.

Wel | agencies utilize this -- there are “beltway bandits”
as we call them these conpanies that keep at 499. They utilize
these and they’ ve got a strong | obby. So what's happening is
t hat these nunmbers were being interchanged way too easily.

I’11 give an exact instance right now. The BLM office out
of Denver is going to be procuring for an 8a environnental
consulting contract for the region. It came up -- the first
solicitation came out as a six mllion dollar-sized (inaudible).
M racul ously two weeks later it was rescinded and came out as a
500- person si ze standard.

Now t hat just excluded -- if | had a 500-person business in
Montana, |’d be one of the |argest businesses in this state. W
cannot conpete. W ve had to wthdraw from many agency
contracts, or solicitations, that are 500-person standards.
It’s not right. This is environmental consulting but it’'s too
easily interchangeabl e.

So we know what happened. The beltway conpany a 500-person
standard. Quess what, we don’t even bid on it. [It’s exclusion.

Moving on to the next issue -- and | know Laurie in particular -
- because 1’ve had many conversations with her about this. I
think it was back in February or Mirch, we were at the
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(I'naudi bl e) Big Sky Econonmic Devel opnent Conference, and at that
point, you told us that your regional -- this regional office
was going to start wusing the GSA schedul e exclusively. e
weren’'t GSA schedule at that tinme. W are now  Actually next
week our contract wll be final.

But when Laurie did that, what basically happened -- and |
know in the state of Mntana, to ny awareness, there are only
like three conpanies that have GSA schedule that do the sane
work that | do. They're Mntana-based firns. Al the rest of
them are the bigger guys. Wiy is that? Can anybody tell ne?

To get your GSA schedule contract costs a mninum of about
$12,000 in man-hours and resources --upwards of $20,000 to get

this. And this is just in-house stuff. That’s not paying a
consul t ant. If you look at the man-hours -- 1’ve got people
going through this process --%$12,000 is big-tine for our small

busi nesses in our state. It has to go through that process.

GSA is wonderful. They've got a lot of resources but it still

doesn’t offset that issue of -- it costs a |ot of noney.

Therefore, what 1is happening is by BLM using this GSA
schedul e exclusively, guess what, | know about 20 small, one
two, three-person firns that can’t afford to get it so they are
now excl uded from bi dding on any BLM projects out of our region.

These people are the best qualified to do that. These
peopl e know the country. So who's getting the work? Qut of
state firnms that are comng in -- and happen to conme up to
speed, bringing it up to speed.

Now they say, go sub to them That’'s great. | hear that
often, go sub to a small business. There is no teeth in the
sub-contracting requirenments of any agency that 1|’ve seen to

dat e. No t eet h.

| have been used and nmani pul ated by the best conpanies in
this state. They use our credentials and excluded -- they'll
use your credentials and there is no teeth.

| can file a conplaint but there’s no teeth for themto go
back to those agencies and say, you have to use it. You put
their name on a contract, guess what, you use it.

There’'s a fanpbus one, |I'’m not going to nanme him here in
the state. This is one of our |argest conpanies that does it
and it's alienated nunerous snall busi nesses. They' | |
eventually catch up to them but right now they' re still doing
it. | just got burned recently by them

So the GSA schedule is a great tool. |’m going to go to
Laurie next week and ask her -- because we are on the GSA

schedule I'"mgoing to say, Laurie, here | am Please don’t stab
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ne.

| think it’s a good tool. It’s somet hing that we decided
as a business we had to do but I'’'mgoing to tell you right now,
it has its place. |If there’s a tineline, yeah |I can understand
using it.

|f you have a tinmeline within -- technically you ve get it
out -- and it really doesn’'t shorten the tineline that nuch,
mean to be honest with you, because they have to conpete between
the GSA schedule people, so they could have still (inaudible)
up.

You know, | <can see if there is a continuation of a
contract. If you ve got a contractor you're wrking with on a

proj ect and you need to issue a new contract to finish up, those
ki nds of issues | see as good.

But if you re going to conpete, give access to the rest of
the small businesses because there’s a lot of wus that can
conpete on a project-by-project basis, but can't necessarily
conpete when you lunp all these big contracts together. You
really need the services and it’'s not really for our region,
it’s not real practical. That's enough for BLM for now. [ 1]
try and renmenber (i naudible).

Ckay, next one, U S. Forest Service. And |I’m not going to

pick on you directly, I"mactually going to conplinment you.
FEMALE SPEAKER: Wait a mnute, that’s not fair
(Laughter)

MR OLSON: Well, 1'm going to pick on his upper
echelon. Right now, comng out of Region | -- Region | is one
of the largest, if not the largest -- I’m not quite sure about
that -- contracting areas within the region.

Region | proposal requirenments are huge, huge issues wth
us in small business, especially within our region. R ght now,
if Region | puts out, say an IDQ contract, which they ve done
over a period, and I’'Il talk about those next, it costs us a
m ni mum of $7,000 to put a bid together.

We just put a bid together for content analysis. It cost
us, internally, about $25,000 to put this proposal together for
a small business set-aside. Guess how nmuch noney |’ve got to

make to make $25,000 back in man-hours and resources, or ||
never nmake a profit on it?

This thing is a four-volune set, four volunes, and we had

to do a project for them | kid you not. W had to actually do
a project. W had to provide them nodels, submttals, and pl ans
-- and staffing plans and l|ists by people and nethodol ogies.

That is ridicul ous.
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The conpany -- we were a sub-contractor to a large firm on
that. They budgeted $100, 000. A $100,000 proposal. It’'s a $25
mllion contract. Don't get nme wong -- it’s one of the Bush
out sourcing requirenents that’s com ng down.

But what |I'm saying is, as a small business set-aside we
cannot -- that proposal requirenment is the exact sanme as a ful
and open. W cannot be required to neet the sane as a full and
open conpany -- | mean big business. [It’s just too nuch on our
busi nesses, especially at a regional level, to have to put into.
We have to do it if we ever want to get one.

To be quite honest with you, you have to learn to adapt.
It caused our overhead rates to go up significantly because we
have to try to build that in. Wat does that do? It results in

a federal agency getting charged nore noney. |It’s just a pass-
through, | nean, it is.

But it also nmeans that ne, as a small business, | have to
allocate -- now the big conpany in particular, had seven full-
time people working on this project from last fall into
February, and that period (inaudible). I don’t have seven

peopl e, as a small busi ness.

Now here’s where |I'm going to conplinent this gentlenman
The regional |evel proposal requirenents that are com ng out of
Custer National Forest, Gallatin National Forest are doable.
You want to find out if you have qualified people.

Now don’t get me wong, |’m not whining about that, but it
becones excessive at a certain point. The 255s -- you know, if
we have to do 255s, 254s (inaudible) that’'s -- we can live with
that in small business but the big stuff is ridiculous. This is
countrywi de, | mean, with other agencies too.

Next, here conmes ny big one. Everybody knows (i naudi bl e),
oh yeah, | think that’'s what they call it.

MALE SPEAKER: Bundl i ng.
MR,  OLSON: Bundling, there we go, okay. The
adm nistration | know is very hot on project bundling. Vel |,

guess what, the agencies figured out a way around that, and it’s
inmpacting us directly in Mntana, or Mntana firms are paying
dearly because of this bundling.

What is it doing? How is this called IDQ contracts?
Indefinite delivery and indefinite quantity contracts that every
federal agency is using. Every federal agency that | have seen.
What do they do? Wiy do they do this? WeIlIl, their budgets are
getting cut; their personnel are getting cut. They can't afford
to go out and procure every single little project. They can't,
t hey don’t have the staff.
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So what they created was in ID Q contract. So when these
| DIQ contracts cone out, they Il generally put it out region-
wi de. They w il generally have anywhere from two to six
contracts, divided maybe -- there’'ll be two full and open,
there’ll be two small business, two 8as --they will do this.

These contracts are so broad-based, |ike the environnenta
consultant, the requirenents to go in on these; you have to be a
bi g business. They want (inaudible) and everything in one shot.

So what we end up doing in Mntana is we try to form
consortiums of smaller businesses that can actually neet that.

Ckay, so now they put out this ID Q contract --whoever w ns
it -- and the size standard sonetinmes -- there we go back to
back to the 500 that they put in (inaudible). No Mont ana
business is probably going to win that contract unless you're a
sub. They put these out. They offer these contracts up
anywhere fromtwo to five years.

And I went down to Mary Clark particularly, and | said,
Mary, | want to get sone work. You know what Mary said to ne?
W don’'t have a contracting nmechanism to get you work unless
you' re GSA schedul e, 8a, Hub zone, dada dada dada.

So guess what, | don't narket that agency for the next
three or four years until the next contract conmes up. Wat it’s
done -- it's forced us small businesses out of the market on al

of this work.

What happens is that these federal agencies have three or
four contractors that they just put on the list. W’re going to
i ssue a task order. GQuess what? All of these small guys are
just not getting access to this because the bigger boys are
working on it, and then if you are a sub, you ve got to rely on
the good faith of that bigger conpany to actually give you sone
wor K.

| guarantee you that nost of these big conpanies don’t need
us at all. They’ ve got everything and they' Il squeeze you as
much as possible. You re going to get peanuts out of them

So these IDIQ contracts are basically bundling. They’' re
allowing these federal agencies to basically keep the
conpetition in these few who are able and fortunate enough to
get it. \Wiereas a ton of the small businesses out there --

(Tape interrupted}

MR, OLSON (I'naudi bl e) an agency feels good enough
about you, they can actually sole source that work to you and it
eases their contracting nechanism [f you don’t (inaudible)
your agency, | guarantee you're not going to get an 8a contract
because they want to know who they’'re dealing with. GCkay? It’s
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just very, very silly.

The 8a program particularly has sone nmjor issues in
general, and I'"'mgoing to start with the bigger stuff, and then
I’11 kind of nove down to sonme personal issues with it.

The 8a program -- there are two categories, there are
tribal 8a businesses and there are, what we call, individual-
owned 8a businesses in this region.

The tribal businesses are held to different standards than
the individual businesses in the anmount of noney they can

procure. They can procure billions of dollars. The | argest
contract an individual can procure, at least in ny industry, is
like three mllion, if I understand it. And they' re allowed to
re-certify. They say they're not, but they are. And
(i naudi bl e). What happens is that you're in this for nine
years, then you're out, you' re not allowed to re-certify.

Okay, the tribal businesses, through the politics -- and |
mean this is a big issue. You know, when you deal with the
tribal entities in particular, there are a lot npbre issues
(1 naudi bl e). So, they're allowed to re-certify, and they keep

going on in the program

What ' s happening with the result of these tribal businesses
-- there’s S& Technology that | think just got a sone-odd
billion contract with DOE. These tribal businesses are really,
really backed by big business. These guys cone in and they hide
behind them and then they build these big businesses.

But the federal agencies, now that these tribes are all owed
this endless cap of finances, are helping them neet their goals
nore readily.

So what’'s happening is that these tribal entities/big
busi nesses are neeting the goals, so now the federal agency
doesn’t have to go to the little guy over here -- he's an 8a
Wel |l our objectives are net because we’ ve got this big contract
here. The tribal 8a's are taking over operations on all the Air
Force bases, environmental services -- it’s just going on and
on.

My gripe about that is they need to have their own
cat egory. Because whether they divide those quotas between the
8a program and say, all right, we’'re going to --you have to do
much percentage of tribal and then the independents. W have to
have sonme sort of delineation or they're going to nullify the
whol e 8a program before long. | nean it is absolutely -- it’'s a
doubl e standard against the small individuals who want to becone
8a certified.

Secondly, the recertification. This is where ny persona
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i ssue has cone in. My father was an 8a contractor in the 8a
program as an architectural engineer. He was governed by the
Brooks Act, which they had to conpete -- it was just sonething
that really -- he never got this nuch work. One percent of his
busi ness ever, over that period, was 8a. Very, very much a
di sservi ce.

| cane back a little over five years ago. | was working in
the oil and gas industry, looking for an opportunity to start an
envi ronnental consulting firm

Looking at the resources and the conpetition out there, |

said, | can't do this on ny own. | was capital hungry and used
capital -- and so, you know, dad had seen opportunities in the
i ndustry -- the environnental -- and he says, why don’t you cone
back and start an environnental division in my conpany?

|"ve got an established conpany, |"ve got a good
reput ati on. It will be a start for you. Wien you get to a
point that that environnmental division is able to break off,
then you'll have a start. Dad was hel ping ne out.

Dad didn’t do the kind of work 1 did. Most of the tine
there was a conflict of interest between what | did -- if | was
to work on the sane kind of project that he does. And we

woul dn’t sub-contract.

So anyway we build this business. | took it by nyself to
nine full-tinme enployees, over a mllion dollars a year when we
built my business up.

| had worked with this regional SBA office for nany years
under ny father’'s 8a, and they knew us well. They knew our
intent but we’'re going through the 8a application process.

Right now we’'re at a point -- | have 45 days to submt a
clarification or 1'’'m going to be denied because they're telling
me |'mjust an extension of ny father’s business.

And we went through the process. And let nme tell you, if
you read our application and everything, they re just picking on
us. | nmean they're holding us to a total, separate standard.

| guarantee you there are many businesses that can’'t even
hold a candle to what our potential is that has been certified -
- haven’'t been nmade to follow through the whol e thing.

So what |I'm asking SBA to do, right now, is that --1'"m
tired. |’ ve responded enough to that regional office. [’ m
asking you guys to go in there and |ook at this 8a application
and -- because these guys know we’re not a front.

But the 8a program has sone major, inherent problens right
now. Wiy do | need the 8a? Because of these IDI@ and this GSA
schedul e, | have no access to narkets. (lnaudible) told nme the
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same thing. They said, don’'t even cone in to ny office and talk
to me unless you have a contracting (inaudible). Hey, that’s
tough on a business trying to mke a go (inaudible).
(I naudi bl e) .

(Appl ause)

MR, SORUM See why Darryl’s ny new best friend. Wen I
cane to Montana, the first neeting Mchelle set up for ne was
about an hour and a half with Daryl. He started to go through
this stuff, and |I said, well, what 1'd like you to do is wait
until last -- which | did. |1’d like you to talk about all the
i ssues, because | can take them back to each agency -- including
the SBA. | have no hesitation in walking into the 8a office and
getting themto --

MR, OLSON: | just want to say one thing in addition to
t hat . Wiy did | ask to neet with you? Because |’'m scared of

retribution, to be quite honest with you. That’s the reality.
He’s such a snooth tal ker.

(Laughter)

FEMALE SPEAKER: It’s not going to happen.

MALE SPEAKER: It’s not going to happen.

MR SORUM Not to worry.

FEMALE SPEAKER: Not to worry.

MR SORUM Darryl, let me give you one item for
clarification. You nentioned contract bundling, which is a big
issue. | met with the chief procurenent officer at the Corps of
Engi neers. She informed nme that it is no longer a problem
because they' re (inaudible) contract bundling. However, they
will continue to do “smart consolidations.”

(Laught er)

MALE SPEAKER: (I'naudi bl e) we know that (i naudible).

MR. SORUM kay, that’s the list of people that | had
that wanted to testify. |Is there anybody else in the roomthat

has an issue that’s cone to mnd that they’'d like to bring to
our attention before we close this session?

If not, I want to thank all of you for taking the tine out
of your busy day to conme here. I want to thank the federal
agency representatives for being here. I want to thank

M chelle, and (lnaudible), and Mck for all the support they’ ve
gi ven the National Orbudsman’s O fice in making this happen.

And renmenber, we’'re there and if you run across anybody who
needs our help, including Daryl. Al they have to do is e-nuil
us, call us, or do whatever, and we’'ll do our best to get an



answer. Thank you very nuch.

(Wher eupon,

(Appl ause)
t he foregoi ng proceedi ngs concl uded)
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